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Annual Meeting, American Institute 
of Accountants 


The committee on meetings of the Ameri- 
can Institute of Accountants reports that 
the Carlton hotel, Washington, D. C., at 
which the 1929 annual meeting is to be held, 
has submitted attractive rates for the mem- 
bers attending the meeting. 

The committee has made arrangements 
with local companies to provide airplanes 
for sightseeing flights over Washington. 
Speed boats will be available for trips down 
the Potomac river. 


New England Regional Meeting 


The eleventh New England regional meet- 
ing of the American Institute of Accountants 
was held at the Hotel Statler, Boston, May 
6th. About 150 members of the Institute 
and other guests were present at the morning 
session, and about 300 at the banquet. 
Registration began at 9:30 a.m. and at 10 
o'clock S. L. G. Sutherland, chairman of 
the local committee in charge of arrange- 
ments, delivered an address of welcome. 

“The accountant and the banker’ was 
the topic of an address by Serge Semenenko, 
assistant vice-president of the First National 
Bank. He told what the banks now expect 
from accountants and discussed key factors 
in credit and financing decisions. Leland 
Powers spoke on ‘“The accountant and the 
attorney.” His address dealt, among other 
things, with the accountant’s function as an 
expert witness. 

A buffet luncheon was served at the hotel 
at 12:30 p.m. and the afternoon was devoted 
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to golf and other outdoor sports at the 
Woodland golf club, Auburndale, Massa- 
chusetts. A bridge party was arranged 
for the ladies. 

In the evening there was a dinner dance at 
the Hotel Statler following which Charles 
F. Rittenhouse, the regional chairman, who 
acted as toastmaster, introduced Frederick 
H. Hurdman, president of the American 
Institute of Accountants. Mr. Hurdman 
expressed gratification at the attendance at 
the meeting and praised the committee for 
the thoroughness with which arrangements 
had been made. 

George O. May delivered an address on 
the effect on the accountant of the present 
trend of corporate development. He spoke 
of the influence on accountancy practice of 
industrial consolidations and mergers and 
indicated the problems of interstate practice 
which must be solved to meet the new con- 
ditions. 

The next meeting of the region will be 
held at Providence, Rhode Island, in May, 
1930. 


American Institute Examinations 


Twenty-nine states and 2 territories will 
coéperate with the American Institute of 
Accountants in the conduct of examinations 
which will take place on May 16th and 17th. 
Other states which regularly codperate are 
not holding examinations this spring. More 
than 800 candidates are expected to sit for 
the examinations. 

Applicants for admission to the Institute 
will be examined on the same days in New 
York, Boston, Chicago, Louisville and Tulsa. 


Incorporated 
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Following is a tentative list of the topics 
which will be discussed at the congress: 


Development of professional accounting in conti- 
nental Europe. 

Legislation affecting accounting in private industry 
for tax purposes or in mergers or cartels. 

Legislation and education for the accounting pro- 
fession. 

—— activity in accounting and statistical 
WOrk. 

Theories of depreciation. 

Problems of depreciation and obsolescence. 

Principles of valuation. 

Balance-sheets. 

Consolidated accounts. 

External influences affecting accounting practices, 

The accountant’s responsibility for the inventory. 

Cost accounting. 

Standard costs. 

Distribution and selling costs. 

Commercial budgetary practice. 

Commercial arbitration. 

Municipal and governmental budgets. 

The natural business year. 

The thirteen-month-year calendar reform. 


Americans who will participate in the pro- 
gramme are as follows: Seymour L. Andrew, 
James F. Behan, Eric A. Camman, Charles 
B. Couchman, Allan B. Crunden, Irving 
Fisher, Walter S. Gee, Howard C. Greer, G. 
C. Harrison, Charles A. Heiss, David Him- 
melblau, F. H. Hurdman, R. B. Kester, Jo- 
seph J. Klein, John IT. Madden, George O. 
May, Paul M. Mazur, Robert H. Montgom- 
ery, M. E. Peloubet, Paul W. Pinkerton, 
John F. D. Rohrbach, T. H. Sanders, Walter 
A. Staub, C. R. Stevenson, Frank L. Sweet- 
ser, C. O. Wellington, John R. Wildman. 

In addition there will be 34 speakers from 
foreign countries. 


Suggested Change in Corporation 
Income-tax Return 


At the suggestion of a member of the 
American Institute of Accountants, the 
committee on federal legislation trans- 
mitted to the treasury department a pro- 
posal that specific provision should be made 
under item 5 of schedule K of the federal 
corporation income-tax return, form 1120, 
for listing investments in stocks and bonds 
of corporations. While such investments 


can be listed in the present form under item 
11 as ‘“‘other assets,’ it seemed to the com- 
mittee that in the interest of clarity it would 
be advantageous to have provision made for 
these investments under item 5, which now 
provides only for governmental securities 


held by the taxpayer. The committee 
suggested that provision be made for re- 
porting investments in stocks and bonds of 
corporations under the following classifica- 
tions: stocks of domestic corporations; 
bonds of domestic corporations; stocks and 
bonds of foreign corporations. 

A reply from an officer of the treasury 
department indicates that the suggestion is 
regarded with favor and will be adopted if 
nothing occurs to prevent it. 


Commissioner Limits Responses to 
Inquiries on Tax Liability 


The commissioner of internal revenue, 
in an effort to reduce the number of inquiries 
on questions of tax liability received by the 
bureau, has announced that rulings will not 
be made on such questions except under 
the following conditions: 


(a) The transaction must be completed and not 
merely proposed or planned. . 

(b) The complete facts relative to the trans- 
action, together with abstracts from contracts or 
other documents necessary to present the complete 
facts, must be given. 

(c) The names of all the real parties interested 
(not ‘‘dummies’’ used in the transaction) must be 
stated regardless of who presents the question, 
whether attorney, accountant, tax service or other 
representative. 

(d) A request for a ruling must be signed by the 
taxpayer, or in case he is represented by an attorney 
or agent the request must be accompanied by 
properly executed power of, attorney. Banks, 
however, will not be required to furnish powers of 
attorney with respect to inquiries affecting their 
depositors. 

(e) A copy of a ruling addressed to a taxpayer 
will not be furnished to his attorney or agent unless 
the bureau is specifically authorized to do so by the 
taxpayer. 


Depreciation Rates for Construction 
Equipment 


A report of a special committee of the 
Associated General Contractors of America, 
published in Engineering and Contracting 
for April, 1929, contains recommendations 
for methods of accounting and depreciation 
rates for construction equipment. The 
committee’s study of the question was 
prompted by a request of the bureau of 
internal revenue in 1927 for suggestions of 
suitable rates for depreciating physical assets 
in the contracting industry, for income-tax 


purposes. 


Election of Applicants 


In accordance with the recommendation 
of the board of examiners, which was ap- 
proved by the council at its meeting on 
April 8, 1929, the president has declared 
elected as of May 1, 1929, the following 
applicants for admission to the Institute as 
members and associates: 


Admitted as Members: 


Frederick C. Albershardt, Indianapolis 
John Balch, Philadelphia 

Harry J. Cochran, Hammond, Indiana 
William B. Connor, Paris, Texas 

Fred L. Main, New York 

Harold J. Murphy, New York 

Harold B. Simpson, New York 

Ralph W. Snyder, Indianapolis 

W. C. R. Stirton, Atlanta 

Ludwig zur Nieden, Philadelphia 


Admitted as Associates: 


William J. Brown, Atlanta 
J. B. Feuner, Indianapolis 
William M. Schantz, Bismarck, No. Dak. 


Verification of Financial Statements 


In The Journal of Accountancy for May, 
1929, appears a document entitled ‘‘Veri- 
fication of financial statements,” which is 
a recension of the pamphlet called ‘‘Ap- 
proved methods for the preparation of 
balance-sheet statements,” published in 
the Federal Reserve Bulletin for 1917. 

A special committee of the American 
Institute of Accountants undertook the 
task of bringing up to date the matter in the 
original pamphlet and the revised draft 
contains instructions for procedure which 
the American Institute of Accountants be- 
lieves proper for the verification of financial 
statements. The new document is to be 


published in pamphlet form at a nominal 
price. 


Institute Officers Visit Midwest 


During the month of April the president 
and the secretary of the American Institute 
of Accountants visited cities in the Ohio 
and Mississippi valleys, in each of which 
they attended meetings of accountants of 
the vicinity. Leaving New York April 9th 
and returning April 22nd, they stopped at 
Cincinnati, Louisville, Indianapolis, St. 


Louis, Kansas City, Omaha, Minneapolis 
and St. Paul. 


The reception at each place 
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was most hospitable and the attendance at 
the meetings was gratifying. Various mat- 
ters of interest to the profession were dis- 
cussed at these meetings, such as the work 
of the Institute’s board of examiners and its 
comunittees, the question of per diem [ees, 
the inter-state practice of accountancy and 
the tendency toward specialization in the 
profession. 


Many Coliege Men Avaiiable for Staff 
Positions 


Applications of more than 125 college 
seniors who will be graduated from 67 col- 
leges in June, 1929, have already been ac- 
cepted by the bureau for placements of the 
American Institute of Accountants and it is 
expected that many more qualified men will 
apply before the first of July. Many of the 
applicants have already been assigned to 
some of the 40 firms which have requested 
that applications be referred to them, and a 
few applicants have obtained positions. 

July, September and November, 1929, are 
the months in which most applicants prefer 
to begin work. However, there are men 
willing to commence their duties at any time 
agreeable to their employers. Following 
are some of the cities in which applicants 
have requested positions: Albany, Atlanta, 
Baltimore, Boston, Charlotte, Chicago, Cin- 
cinnati, Cleveland, Denver, Fort Worth, 
Houston, Kansas City, Louisville, Minne- 
apolis, New York, Omaha, Philadelphia, 
Portland (Oregon), Raleigh, Richmond, 
San Francisco, Seattle, Spokane and St. 
Louis. 

Firms interested in examining applications 
of college graduates who wish junior staff 
positions are requested to advise the bureau 
as far as possible in advance of actual needs. 


International Congress on Accounting 


A draft of the complete programme for 
the international congress on accounting to 
be held in New York, September 9th to 
14th, has been released by the executive com- 
mittee of the congress. It appears that 
representatives from the following countries 
will attend the meeting: Australia, Austria, 
Czechoslovakia, England, Finland, Hawaii, 
Holland, Ireland, Italy, Scotland, South 
Africa, Switzerland and several Latin- 
American countries. 
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students obtained temporary positions as 
junior staff accountants. Officers of the 
school of business administration have ex- 
pressed gratification at the result of the 
experiment and indicate that it will be con- 
tinued. 

Similar arrangements have been made at 
other universities during the past few years. 


Women May Not Be Chartered 
Accountants in Quebec 


A bill to amend the charter of the Society 
of Chartered Accountants of the Province 
of Quebec in order to permit women to be- 
come members was killed in the legislature 
on March 22nd. 


The existing charter does not specifically 
forbid the admission of women. Its pro- 
visions are applicable to all persons, but a 
recent court decision of the province, ruling 
that women were not ‘‘persons’’ in the spirit 
of the law, created a precedent which pre- 
vented the Society of Chartered Accountants 
from admitting women without specific 
changes in its charter. None of the mem- 
bers of the society offered any objection to 
the proposed change but since the bill failed 
in the legislature there is no legal authority 
whereby women may be admitted. 

There is no restriction in Quebec on the 
practice of public accounting, in which 
persons of either sex are at liberty to 
engage. 


STATE LEGISLATION 


Since publication of the April Bulletin the 
accountancy bill proposed in Iowa has be- 
come law. It is reprinted elsewhere in 
this magazine. 

Bills for the repeal of existing accountancy 
laws have been introduced in Florida and 
Illinois but neither is believed to have much 
chance of passage. 

The only states whose legislatures are 
still reported in session when this Bulletin 
goes to press are California, Connecticut, 
Florida, Illinois, Massachusetts, Michigan, 
Missouri, New Jersey, Texas and Wisconsin. 
The legislature of Georgia is to convene 
June 26th. 

Bills whose passage has not been reported, 
in states where legislatures have adjourned, 
are presumably dead. 

Only significant action on bills of interest 
to accountants taken since publication of 
the April Bulletin is reported in this issue. 


California 


In California a bill providing for uniform 
cost accounting in junior colleges, senate 
bill No. 488, was passed by both houses and 
approved by the governor April 23rd. 


Connecticut 


Connecticut house bill No. 106, whose 
introduction was reported in the March 
Bulletin, has passed both houses of the legis- 
lature. The bill reads as follows: 


AN ACT CONCERNING TOWN AUDITORS. 


BE IT enacted by the senate and house of repre- 
sentatives in general assembly convened: 


Section 1. Any town, at a town meeting duly 
warned and held for the purpose, may provide for 
the replacement of its town auditors by a public 
accountant or a firm of public accountants. The 
board of finance of such town or its board of select- 
men in case it shall have no board of finance shall 
annually appoint said public accountant or firm 
of public accountants and fix the compensation 
therefor. Such public accountant or firm of public 
accountants shall at least once annually examine, 
verify, prepare for publication and make a sworn 
report of the accounts of all officers, boards, com- 
missions and departments of said town. 

Sec. 2. Any public accountant appointed and 
acting under the provisions of this act, who shall 
so verify any return or report, known to him to be 
false in fact, or which in any material respect in- 
tentionally suppresses or conceals the truth, shall 
be imprisoned not more than six months or fined 
not more than two hundred dollars or both. 

Sec. 3. Any town voting to appoint a public 
accountant as town auditor shall not repeal said 
vote until the expiration of two years from the date 
of such vote. 


Florida 


The legislature of Florida convened April 
2nd. On April 15th a bill was introduced to 
repeal the existing accountancy law, passed 
in 1927, without a substitute. It is said 
that state economy prompted the bill, which 
is numbered senate 135. Its sponsors, after 
assurance that the state board of account- 
ancy does not call upon the state for funds, 
are not expected to press the bill. 
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The committee’s general conclusion, de- 
rived from consideration of data gathered 
in all parts of the country, is to the effect that 
lives of identical pieces of equipment may 
vary over a wide range in different classes of 
work and under different operating condi- 
tions, and that no single method of handling 
depreciation is suitable to the accounting 
needs of all companies. It is believed im- 
proper to fix standard rates of depreciation 
for income-tax returns without adequate 
provision for variations. With this in mind 
the committee submits a series of recom- 
mendations and a table of reasonable average 
rates for depreciation on various items of 
construction equipment. The recommenda- 
tions include five alternative methods of 
accounting for depreciation, with the under- 
standing that the most suitable method 
may be selected by individual concerns for 
each item of equipment, but that after a 
method has been selected it should be fol- 
lowed consistently as far as that item is con- 
cerned. ‘The straight-line method, the unit- 
of-work method, the charge-off method, the 
composite-rate method and the appraisal- 
of-useful-life method are all included. The 
committee also suggests definitions of ob- 
solescence, depreciation, kinds of rates, 
salvage and profit or loss, as these terms are 
used in the preparation and audit of tax 
returns of the contracting industry. The 
fourth and last recommendation is an out- 
line of accounting procedure which it is 
hoped will be followed for the preparation of 
tax returns. 


Uniform Accounts for Limited- 
dividend Housing Companies 


The board of housing, division of archi- 
tecture, department of public works, of the 
state of New York, after having given con- 
sideration to the matter of establishing 
uniform methods and forms for keeping 
accounts of limited-dividend housing cor- 
porations operating under the state housing 
law, has approved a uniform system of ac- 
counts and has directed that all such corpora- 
tions keep their records in accordance 
therewith. 

The accounting system has been published 
in pamphlet form and contains a standard 
form of balance-sheet, instructions concern- 
ing the balance-sheet accounts and a stand- 


ard form of profit-and-loss account with 
related instructions. 


Harvard Offers Accounting Course for 
Business Executives 


A course in the interpretation of financial 
statements will be included in the second 
special session for business executives to be 
held at Harvard University during the com- 
ing summer. ‘The first special session held 
in the summer of 1928 was so successful that 
a continuation of the experiment seemed 
justified. The session will last six weeks 
and admission is limited to executives hold- 
ing responsible positions in business and 
persons engaged in teaching related subjects. 
The subjects of courses offered are: inter- 
pretation of financial statements, public- 
utility management and economics, railway 
transportation, bank management, sales 
management, retail distribution and trust 
management. Living accommodations at 
the school of business administration and 
the facilities of the Harvard business library 
will be available to men attending the 
session. 

The course in interpretation of financial 
statements will be given by William Morse 
Cole, T. H. Sanders, R. J. Walker, A. W. 
Hanson and Homer N. Sweet. The mate- 
rial of the course will consist of actual cases 
from confidential files and from published 
reports of business enterprises in various 
kinds of business. Attention will be given 
to interpretation of balance-sheets, of oper- 
ating statements and of changes in surplus; 
the adequacy or inadequacy of the account- 
ing methods which have provided the avail- 
able information, such as budgetary control 
and cost-accounting systems; and the char- 
acter of information required for proper 
judgment of the enterprise in addition to 
that in the first instance available. 


Practice Part of University Accounting 
Course 


Students of accounting at the school of 
business administration of the University of 
Arkansas are allowed one month during 
their course to acquire accounting experience 
with public accounting firms in the state. 
The arrangement first took effect during 
the month of February, 1929, and several 
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House bill No. 413 would authorize semi- 
annual audits of all state, county and munici- 
pal offices and state agencies and subdi- 
visions, by a state auditor, an assistant and 
not more than six deputies. 

A system of budgeting, accounting and 
auditing in offices of county school boards 
would be provided by house bill No. 169, 
introduced April 12th. 


Illinois 


The public accountant law of Illinois 
would be repealed, without substitute, by 
house bill No. 697, introduced April 23rd. 
Passage of this bill would apparently leave 
in effect only the C. P. A. law of 1903. 

The bill to admit as public accountants, 
without examination, certain privately em- 
ployed accountants, mentioned in the April 
Bulletin as house bill No. 454, was killed in 
the house April 25th. 

House bill No. 686, introduced April 18th, 
would grant without examination certifi- 
cates of registration as public accountants 
to accountants employed by the state or 
certifying to financial statements of any 
business over which the state has regulatory 
authority. The bill is opposed by certified 
public accountants of Illinois. It is also 
under consideration as senate bill No. 461. 

House bill No. 263, mentioned in the 
April Bulletin, which relates to local financial 
accounts, audits and reports, passed the 
senate April 24th. 


Iowa 


After much discussion, amendment and 
recommitment, the accountancy bill intro- 
duced in the Iowa legislature finally passed 
both houses and was signed by the governor 
on April 12th. The draft finally approved 
was the amended form of house bill No. 207. 

The new law represents a series of com- 
promises between the certified public ac- 
countants and public accountants of the 
state, and is of the two-class type of legis- 
lation. It provides that practitioners of 
public accounting must be registered, either 
as certified public accountants or public 
accountants. 

Section 11 provides that in certain cir- 
cumstances C. P. A. certificates may be 
obtained by oral examination, and that ac- 
countants in continuous practice in Iowa 


since passage of the prior accountancy act 
may obtain certificates by waiver. 

Certified public accountants of other 
states wishing to practise temporarily in 
Iowa must appoint a registered practitioner 
in the state to act as agent liable to legal 
service. The agent must be appointed five 
days before commencement of a temporary 
engagement. It has been explained by 
Iowa accountants that appointment of a 
permanent agent in the state would probably 
obviate the necessity of sending formal 
notification to state authorities on each 
separate occasion. 

Official copies of the law have not been 
published since its approval, but the original 
bill, with amendments interpolated, is here 
reprinted. The following text is believed 
to be accurate: 


AN ACT TO REPEAL THE LAW AS IT APPEARS IN 
CHAPTER NINETY-ONE (91) TITLE V OF THE CODE, 
1927, AND TO ENACT A SUBSTITUTE THEREFOR RE- 
LATING TO THE PRACTICE OF ACCOUNTANCY; TO 
ESTABLISH A BOARD OF ACCOUNTANCY AND TO 
PROVIDE FOR THE EXAMINATION, REGISTRATION 
AND LICENSING OF PRACTITIONERS OF ACCOUNTANCY; 
TO PROVIDE RULES AND REGULATIONS CONCERNING 
THE PRACTICE THEREOF AND TO PROVIDE PENALTIES 
FOR VIOLATION THEREOF. 


BE IT enacted by the general assembly of the 
state of Iowa: 

Section 1. Repeal. Chapter ninety-one (91), 
title V of the Code, 1927, is repealed and the 
following is enacted in lieu thereof: 


Sec. 2. Board of accountancy—appointment— 
tenure. The board of accountancy shall consist 
of three (3) members, all of whom shall be practising 
certified public accountants, having practised 
accountancy in this state for at least five (5) years. 
Within sixty (60) days after this act takes effect, 
the governor shall appoint the members of said 
board for terms as follows: one (1) for a term 
ending June 30, 1930; one (1) for a term ending 
June 30, 1931; and one (1) for a term ending 
June 30, 1932, and upon the expiration of each of 
said terms and of each succeeding term, a member 
shall be appointed for a term of three (3) years 
but no person shall be eligible for more than two 
(2) consecutive terms of office. Vacancies occurring 
in the membership of the board for any cause 
= be filled by the governor for the unexpired 
erm. 

Sec. 3. Powers and duties. The board shall 
have power and it shall be its duty to: (1) Adopt, 
print, publish and distribute reasonable rules not 
inconsistent with the provisions of this act for the 
guidance of the public, registered practitioners, 
and applicants for examinations; (2) compel the 
attendance of witnesses; (3) administer oaths; 
(4) take testimony; (5) require proof in all matters 
pertaining to the administration of this act; (6) 
keep a record of all their proceedings including 
applications for examinations, registration, and 


we 


5 
) 
~ 
d 


Bulletin of American Institute of Accountants 


- certificates to practise, showing the reasons for 


the refusal of any such application or for the re- 
vocation or suspension of any registration or 
certificate to practise; (7) preserve testimony 
taken in all hearings provided for in this act. 
Testimony may be oral or by deposition; and when 
oral the questions and answers shall be taken down 
by a certified shorthand reporter and full transcripts 
thereof made for the use of the parties interested; 
(8) the treasurer elected shall upon assuming office 
file with the auditor of state a good and sufficient 
bond in a company authorized to do business in this 
state in the penal sum of $5,000.00 and shall on 
or before June 30th in each year, pay all sums 
remaining after the payment of the expenses author- 
ized by this act into the state treasury to be there 
carried to the credit of and subject to withdrawal 
by the board of accountancy; (9) the board shall 
make a biennial report to the governor of its pro- 
ceedings, with an account of all moneys received 
and disbursed, a list of the names of all practitioners 
whose certificates to practise have been revoked or 
suspended, and such other information as it may 
deem proper or the governor request, and do all 
other things required by this act to be done by said 
board. 

Sec. 4. Annual register. The board of ac- 
countancy shall have printed and published for 
public distribution, in January of each year, an 
annual register which shall contain the names, 
arranged alphabetically by classifications, of all 
practitioners registered under this act; the names, 
of the board of accountancy, and such other matters 
as may be deemed proper by the board of ac- 
countancy. Copies of said reports shall be mailed 
to each registered practitioner. 

Sec. 5. No compensation—expenses. No com- 
pensation shall be paid to any member of the board 
for services as such, but the members thereof shall 
be allowed the necessary traveling, printing and 
other expense incident to the discharge of their 
duties. Bills for the expense of the board or its 
members shall be audited and allowed by the state 
board of audit and shall be paid from the fees 
received under the provisions of this act. 

Sec. 6. Annual meetings—election. The board 
shall hold an annual meeting during the first week 
in July of each year, and a special meeting within 
sixty days after this act takes effect, for the purpose 
of electing from its accountant members, a chair- 
man, a secretary and a treasurer; and it shall meet 
not less than four times each year, at least two of 
which meetings shall be held at the state house. 
Two members shall constitute a quorum except as 
otherwise provided. 

Sec. 7. Definitions. Practice of accountancy. 
All persons engaged in the practice of accountancy, 
within the meaning and intent of this act, who, 
holding themselves out to the public as qualified 
practitioners and maintaining an office for this 
purpose, either in their own names, or as office 
managers and/or as managing officers of assumed 
name, association or corporate organization, per- 
form for compensation, on behalf of more than one 
client, a service which requires the audit or veri- 
fication of financial transactions and accounting 
records; the preparation, verification and certi- 
fication of financial, accounting, and related state- 
ments for publication or for credit purposes; and/or 


who in general and incidental to such work, render 
professional assistance in any and all matters of 
principal and detail concerning accounting pro- 
cedure and the recording, presentation and certi- 
fication of financial facts. 

Sec. 8. Other terms defined. 

(a) A certified public accountant is a person 
who receives from the board of accountancy of the 
state, a certificate under any law of the state 
relating to certified public accountants and which 
certificate has not been revoked under due process 
of law; and is entitled to use the abbreviation 
C. P. A. in connection with his name. All other 
practitioners may use their title in full as stated 
herein and no other. 

(b) A public accountant is a person who is 
engaged in the practice of accountancy at the time 
of enactment of this act and who is not a certified 
public accountant, but who can qualify as a practi- 
tioner under the provisions of section 7 of this act. 

(c) A senior accountant or senior staff ac- 
countant means a person employed by a practi- 
tioner entitled to registration under this act, and 
who, through the experience deemed necessary by 
his employer, has qualified and has been placed 
in charge of public accounting assignments. 

(d) A junior accountant is a person who, 
through lack of experience, is required to work 
under the supervision of a senior accountant or a 
practitioner as herein defined. 

(e) ‘Office,’ as used in section 7, means one 
or more office rooms through which public ac- 
counting work is handled. 

(f) “Office managers and/or managing officers’ 
as used in section 7, means persons having charge 
of public accountancy work handled through an 
office as defined in paragraph (e) of this section. 

Sec. 9. Examination. All applicants for regis- 
tration and certificates to practise accountancy, 
except persons actually engaged in such practice 
at the date of the passage of this act, and except 
as provided in sections 11, 12 and 13, and all 
persons who desire to become certified public 
accountants shall be required to take a written 
examination to be conducted by the board of ac- 
countancy, and upon satisfactorily passing the same 
shall receive certificates as certified public ac- 
countants and shall be entitled to practise as such 
upon the payment of annual fees as in this act 
provided. 

Such examination shall be upon the following 
subjects: Theory of accounts, practical accounting, 
auditing, taxation, general commercial knowledge, 
and commercial law. 

Examinations as above provided shall be con- 
ducted by the board of accountancy at least once 
each year in May or November, or both, as the 
board may deem expedient. 

The board shall at its meetings establish the time 
and place of holding such examinations, and shall 
cause to be published a notice thereof for not less 
than three consecutive days in each of three daily 
newspapers published in this state, the last publi- 
cation to be not less than sixty days prior to such 
examination, and shall notify all candidates of 
their success or failure within a reasonable time, 
stating the grade received on each paper or subject. 

Sec. 10. Qualifications for examination. Every 
applicant for the examination provided for in the 


preceding section must be over twenty-one years 
of age, a resident of this state, a citizen of the 
United States or have declared his or her intention 
to become such, of good moral character, a graduate 
of a high school having at least a four-year course 
of study or its equivalent as determined by the 
board of accountancy, or shall pass a preliminary 
examination to be given by the board at least 
thirty days before the regular examination; and 
a graduate of a college or university commerce 
course of at least three years, majoring in ac- 
counting, and in addition shall have had at least 
one year’s service as a staff accountant in the 
employ of a practitioner entitled to register under 
this act. 

The following shall, however, be accepted in 
lieu of the college or university commerce course 
and the one year of service: 


(a) Three years’ continuous practical accounting 
experience as a public accountant or as a staff 
accountant. 

(b) Three years’ continuous employment as a 
field examiner under a revenue agent-in-charge of 
the income-tax bureau of the treasury department 
of the United States, or as a field examiner in the 
auditor’s, budget director’s, banking or insurance 
departments of this state. 

Sec. 11. Oral or written examination. All 
practitioners as described in section seven (7), who 
on June 30, 1929, shall have been engaged in such 
practice for seven years or more, the last five years 
of which shall have been in this state, shall upon 
satisfactorily passing an examination upon the 
practical principles and practice of accountancy, 
be issued certificates to practise as certified public 
accountants provided request for such examinaton 
is made in the original application for registration 
on or before September 30, 1929. The examinations 
as provided in this section shall be either written 
or oral at the option of the applicant, and shall be 
held as soon as possible after the application has 
been received by the state board of accountancy 
or the board of accountancy as created by this 
act and certificates shall be issued within twenty (20) 
days after the date of such examination to all who 
successfully pass the same. When an oral exami- 
nation is taken by an applicant, the questions and 
answers shall be fully taken down by a certified 
shorthand reporter. 

All practitioners as defined by section seven 
(7) who were engaged in such practice in the 
state of Iowa at the date of the taking effect of 
chapter one hundred thirty-four (134) of the 
acts of the thirty-sixth general assembly and who 
shall have been continuously engaged in such prac- 
tice in this state since the passage of said act shall 
upon application to the board of accountancy be 
issued certificates as certified public accountants 
as of date September 30, 1929, without exami- 
nation. 

Sec. 12. Registration of practitioners. All prac- 
titioners engaged in the practice of accountancy in 
this state at the time of the passage of this act 
who desire to continue in such practice, shall upon 
application to the board of accountancy on or 
before September 30, 1929, be registered as follows: 

(a) All persons entitled to certificates under 
this act prior to September 30, 1929, as certified 
public accountants, shall be registered as certified 


Bulletin of American Institute of Accountants 


public accountants and be issued certificates before 
December 31, 1929, to practise as such for the 
ensuing year. 

(b) All other practitioners shall be registered 
as public accountants and shall be issued certi- 
ficates before December 31, 1929, to practise as 
such for the ensuing year. 

(c) All practitioners who, in connection with 
the practice of accountancy, make use of a firm, 
association, assumed or corporate name, shall 
register the same at the time of making application 
for registration as herein provided, and certificates 
to practise shall be issued only in the names of 
individuals; and only firms whose members are 
all certified public accountants shall use such 
designation in connection with the use of such 
firm names. 

Sec. 13. Registration of applicants to practise. 
All applicants for registration and certificates to 
practise accountancy for whom no provision is 
made in the preceding sections, shall be required 
to take and pass the examination provided for in 
section 9, except as follows: 


(a) The holders of unrevoked certified public 
accountant certificates granted in this state prior 
to September 30, 1929, and who are not engaged 
in practice at that time may register their certi- 
ficates in December, 1929. 

(b) The holders of unrevoked certified public 
accountant certificates granted by other states or 
of equivalent certificates granted by the recognized 
authority of foreign countries may register their 
certificates, provided such certificates were issued 
as the result of an examination which, in the judg- 
ment of the board of accountancy, was equivalent 
to the standard set by it, or the holders thereof 
shall have been in continuous practice thereunder 
for at least seven (7) years. 

(c) All senior accountants who have been con- 
tinuously employed as such for at least three years 
prior to June 30, 1929, by practitioners entitled to 
registration under this act or as senior accountants 
in the employ of public accountants of recognized 
standing in other states shall be registered as public 
accountants, provided the last year of such em- 
ployment shall have been in this state. 

(d) Certificates to practise either as certified 
public accountants or public accountants shall 
not be issued to any person referred to herein until 
such person shall have filed with the board of ac- 
countancy a written declaration of intention to 
practise as defined by this act. 

Sec. 14. Oath. Every applicant for certificate 
to practise accountancy shall be required, prior to 
the issuance thereof, to subscribe and file with the 
board the following oath: I do solemnly swear 
(or affirm) that I will support the constitution of 
the United States and the constitution of the state 
of Iowa and that I will faithfully and conscientiously 
perform the duties of a practitioner of accountancy 
to the best of my ability and in accordance with 
the law. 

(a) Every person having been granted a cer- 
tificate to practise accountancy under the pro- 
visions of this act, or any renewal thereof, shall 
give a bond in the sum of five thousand dollars 
($5,000.00) to the auditor of state before entering 
upon the discharge of his duties for the faithful 
performance of the same. 


Sec. 15. Fees. The board of accountancy shall 
collect the following fees: 

(a) For examination of applicants, the sum 
of $25.00. 

(6) For registration of certified public ac- 
countant certificates granted by other states and 
foreign countries, the sum of $25.00. 

(c) For issuance of certificates to practise, the 
sum of $10.00 in December, 1929, and annually 
thereafter; for periods of less than six months, 


.00. 

(d) For the registration of firm, assumed, asso- 
ciation or corporate names; of certified ‘public 
accountants not in practice ; and of senior ac- 
countants entitled thereto, the sum of $5.00 pay- 
able in December, 1929, and annually thereafter. 

On the failure of payment of any of the annual 
fees above provided, the registration shall be 
automatically canceled and any registrant so de- 
faulting shall not be entitled to receive a certificate 
to practise until he or she shall have paid the regis- 
tration fee as provided herein, together with the 
amount of such default or arrears. 

Sec. 16. Renewal of certificates. Registrations 
and certificate to practise shall be subject to re- 
newal in December of each year upon payment of 
the fees provided by this act. 

Sec. 17. Revocation of registration and cer- 
tificates to practise. The board of accountancy 
shall revoke and cancel the registration or cer- 
tificate to practise of any person upon proof that 
the holder thereof has been convicted of a felony 
or any lesser offense involving dishonesty or fraud; 
or has been principal or accessory to the issuance 
or certification of false or fraudulent financial or 
related statements; or has obtained registration 
and certificate to practise or either by means of 
false statements or representations; or may suspend 
such registration and certificates or either upon 
proof that the holder thereof has been guilty of 
unprofessional or unethical conduct in connection 
with the practice of accountancy. Such suspension 
shall be for such period of time, not exceeding one 
year, as in the discretion of the board shall be 
deemed appropriate. 

Neither revocation nor suspension as _ herein 
provided shall be ordered by the board until a 
written notice stating the name of the person or 
persons who filed the charges, or that the board 
initiated the charges; a full and complete copy of 
the charges which have been preferred; and fixing 
the time and place where the hearing shall be had; 
shall have been served upon the person against 
whom such charges are filed in the manner of serving 
original notices in the district court of Iowa, at 
least twenty (20) days before the date fixed for 
hearing. 

The board may adjourn such hearing from time 
to time upon request of the party charged, for the 
purpose of a fair hearing, and the certificate holder 
shall have the right to be represented by counsel. 

All hearings as herein provided shall be before 
the full board, and a two-thirds vote of the members 
thereof shall be required before any cancellation, 
revocation or suspension shall be ordered. 

The district court is empowered to enforce by 
proper proceedings the provisions of this chapter 
relating to the attendance and testimony of wit- 
nesses and the examination of books and records. 

See. 18. Confidential information—privilege. 
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The information acquired by registered practitioners 
or their employees, agents, or servants in the course 
of professional engagements shall be deemed con- 
fidential and privileged, and except by written 
permission of the clients involved, or of their heirs 
or personal representatives, shall not be disclosed 
to any person; provided, however, that nothing 
contained in this section shall be construed to 
modify, change, or otherwise affect the criminal 
or bankruptcy laws of this state or of the United 
States. 

Sec. 19. Corporations not to practise. Articles 
of incorporation shall not, after the passage of this 
act, be granted which include among their objects, 
the practice of accountancy, but nothing contained 
in this act shall be construed to alter, abridge, 
revoke or in any manner affect the rights and powers 
of existing corporations. 

Sec. 20. Unlawful practice. It shall be un- 
lawful after September 30, 1929, for any person 
to practise accountancy in this state as defined in 
this act either as an individual or as a member of 
any firm or association or under a firm, assumed or 
corporate name, whether maintaining an office for 
such practice or not, unless such person is the 
holder of a certificate to practise for the current 
year or is entitled to registration as in this act 
provided and has made application therefor. 

Sec. 21. Penalties. (a) Any person, firm, or 
corporation who shall practise accountancy in 
this state in violation of the provisions of this act, 
or who shall in any manner hold themselves out 
to the public as practitioners of accountancy 
without having complied with all of the provisions 
of this act, shall for each such offense be guilty of 
a misdemeanor, and upon conviction thereof shall 
be punished by imprisonment in the county jail 
not exceeding thirty days, or by a fine not exceeding 
$100.00, or by both such fine and imprisonment. 

(b) Any person, firm or corporation who shall 
sign, execute, or publish any report, financial, 
accounting, or related statement, designating him- 
self or themselves as registered or certified prac- 
titioners or knowingly permit the printing and 
publication of any announcement in writing to 
the effect that such report or statement has been 
prepared by a registered or certified practitioner 
when in fact the person, firm, or corporation pre- 
paring the same was not registered or certified as in 
this act provided, shall be guilty of a misdemeanor, 
and upon conviction thereof, shall be punished by 
a fine not to exceed $500.00 or by imprisonment 
in the county jail for a term not exceeding one year. 

(c) Any practitioner of accountancy who shall 
wilfully or knowingly utter or certify to the correct- 
ness of any report, financial, accounting, or related 
statement, which is known to such practitioner to 
be false, misleading to the public, or designed to 
mislead any person, shall be deemed guilty of a 
felony, and upon conviction thereof shall be Punished 
by a fine of not to exceed $5,000.00, or by imprison- 
ment in the state prison for a term not exceeding 
two years, or by both such fine and imprisonment 
in the discretion of the court. 

Sec. 22. Exceptions. Nothing contained in 
this act shall be construed to prevent: 

(a) The holders of certified public accountant 
certificates granted by other states from practising 
in this state in connection with temporary engage- 
ments incident to their professional practice in 
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the states of their domicile but, who have neither 
office nor legal address in this state; provided 
they file with the board of accountancy, and with 
the auditor of state, at least five days before com- 
mencing work for a client, the written appointment 
of a registered practitioner in this state to act as 
agent upon whom legal service may be had in all 
matters which may arise from such temporary 
professional engagements. 

(b) The employment by registered practitioners 
of non-registered persons to serve as staff account- 
ants provided the latter do not issue reports or 
accounting statements in their own names except 
such office records as may be customary. 

(c) Attorneys-at-law duly admitted to practise 
in this state from doing anything usual and proper 
in connection with their duties as such attorneys. 

(d) The employment of persons by more than 
one individual firm or corporation for the purpose 
of keeping books, making trial balances, or per- 
forming general commercial bookkeeping. 

Sec. 23. Existing board dissolved. The state 
board of accountancy in existence at the passage 
of this act by virtue of chapter 91 of Code of 1927, 
repealed herein, shall continue in existence until 
August 4, 1929, and until the board provided for in 
this act shall have been appointed and qualified, 
for the purpose of issuing certified public accountant 
certificates to persons who have become entitled 
thereto, prior to August 4, 1929, and for the purpose 
of winding up the affairs of said board. 

Sec. 24. Constitutionality. Should the courts 
of this state or of the United States declare any 
of the provisions of this act unconstitutional, 
illegal, or void, such decision shall not invalidate 
any other provisions herein contained. 


Iowa senate bill No. 477, mentioned in the 
April Bulletin, which would provide for 
collaboration of a certified public accountant 
with state officers in auditing accounts of 
the highway commission, passed the senate 
April Ist. 


Maryland 


Senate bill No. 291, which would have 
extended the time limit in which certain 
Maryland accountants could register as 
public accountants, passed both houses of 
the state legislature, but was vetoed by the 
governor on April 11th. 

House bill No. 584, mentioned in the 
April Bulletin, which would also have 
amended the accountancy law, failed to 
pass before adjournment of the legislature. 


Ohio 


The Ohio legislature adjourned April 16th, 
without passing the two-class accountancy 
bill introduced at the instance of the Ohio 
State Society of Certified Public Account- 
ants. 


Texas 


Following is the text of Texas house bill 
No. 664, which was approved April 2nd. 
It authorizes appointment of county audi- 
tors under certain conditions. 


AN ACT PROVIDING THAT IN COUNTIES OF NOT 
LESS THAN THIRTY-FOUR THOUSAND SEVEN HUNDRED 
AND NOT MORE THAN THIRTY-FIVE THOUSAND IN- 
HABITANTS, ACCORDING TO THE 1920 FEDERAL 
CENSUS, AND HAVING A TAX VALUATION OF NOT 
LESS THAN $8,800,000.00 AND NOT MORE THAN 
$8,900,000.00, ACCORDING TO THE APPROVED TAX 
ROLLS OF 1928, THE COMMISSIONERS’ COURT MAY 
APPOINT A COUNTY AUDITOR, AND PROVIDING THAT 
SAID COMMISSIONERS’ COURT SHALL HAVE THE 
POWER OF REMOVING SAID AUDITOR SO APPOINTED; 
AND DECLARING AN EMERGENCY. 


BE IT enacted by the legislature of the state of 
Texas: 


Section 1. In any county having a population 
of not less than thirty-four thousand seven hundred 
and not more than thirty-five thousand inhabitants, 
according to the 1920 federal census, and having 
a tax valuation of not less than eight million eight 
hundred thousand dollars and not more than eight 
million nine hundred thousand dollars, according 
to the approved tax rolls of 1928, if the commis- 
sioners’ court thereof shall determine that an 
auditor is a public necessity in the dispatch of the 
county’s business, said commissioners’ court shall 
enter an order fully setting out the reasons and 
necessity of an auditor, and shall appoint a county 
auditor, who shall qualify and perform all the 
duties required of county auditors of this state; 
provided said commissioners’ court shall have the 
power to discontinue the office of such county 
auditor at any time when it is clearly shown that 
said auditor is not a public necessity and _ his 
services are not commensurate with his salary 
received. 

Sec. 2. The public importance of the purposes 
herein contemplated, creates an emergency and an 
imperative public necessity exists demanding that 
the constitutional rule requiring bills to be read 
on three several days in each house be suspended, 
and said rule is hereby suspended, and this act 
shall take effect and be in force from and after its 
passage, and it is so enacted. 


William E. Hill has been elected to the 
executive committee of the Chicago asso- 
ciation of commerce. 


William Lawther Vernon, Cairo, Illinois, 
has been elected president of the Kiwanis 
club of Cairo for the current year. 
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NEWS OF LOCAL SOCIETIES 
California State Society of Certified New York State Society of Certified 


Public Accountants 
SAN FRANCISCO CHAPTER 


A regular monthly meeting of the San 
Francisco chapter of the California State 
Society of Certified Public Accountants is 
to be held at the Engineers’ club, San Fran- 
cisco, May 17th. George R. Keast, a mem- 
ber of the state board of accountancy, will 
present a paper on the responsibility of 
certified public accountants in the verifica- 
tion of inventories. A committee of the 
state bankers’ association, appointed to 
coéperate with the accountants’ society, 
will be guests at the meeting. 


Illinois Society of Certified Public 
Accountants 


At a meeting of the Illinois Society of 
Certified Public Accountants held at the 
Palmer House, Chicago, April 26th, Silas 
H. Strawn spoke on ‘‘Plans and policies of 
the Chicago board of trade as it relates to 
the listing of securities.’”’ An address was 
also delivered by David H. Jackson, chair- 
man of the Illinois securities commission, 
on the plans and policies of the commission. 


Missouri Society of Certified Public 
Accountants 


The annual meeting of the Missouri 
Society of Certified Public Accountants will 
be held at Kansas City, Missouri, on Friday, 
June 14th. 


Society of Certified Public Accountants 
of the State of New Jersey 


The thirty-first annual meeting of the 
Society of Certified Public Accountants of 
the State of New Jersey was held in Newark, 
May 14th. The principal speakers were 
the Hon. William Clark, judge of the United 
States district court of New Jersey, and the 
Hon. Guy G. Gabrielson, speaker of the 
house of assembly of the legislature of the 
state of New Jersey, who spoke on state 
financing, organization and accounting. 
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Public Accountants 


A regular monthly meeting of the New 
York State Society of Certified Public 
Accountants was held at the Roosevelt hotel, 
New York, April 15th. 


Two amendments to the by-laws of the 
society which had been proposed to the 
membership were adopted. The intent of 
the amendments is to permit the omission 
of the February meeting of the society if the 
board of directors considers it advisable and 
to permit the organization of chapters of 
the society in any section of the state. 

The secretary read a letter from the presi- 
dent of the American Arbitration Associa- 
tion accepting with thanks the offer of 
affiliation with the association made by the 
New York State Society of Certified Public 
Accountants. 

P. W. R. Glover, president of the society, 
announced that the board of directors had 
offered the codperation of the New York 
State Society of Certified Public Account- 
ants to the regents of the state of New York 
and the department of education in any 
unusual labors which may be necessitated 
by the new accountancy law. Mr. Glover 
also gave a brief summary of the important 
provisions of the law and offered his opinion 
of their probable effect. 

“Contractors’ accounts’ was the title of 
an address delivered at the meeting by 
W.M. Affelder, comptroller of the Thompson- 
Starrett Company, Inc. Mr. Affelder gave 
special attention to the calculation of con- 
tractors’ profits, with reference to profits 
subject to income tax when the end of a 
fiscal year occurs before completion of the 
contract concerned. The formula which 
the speaker offered to obtain the desired 
figures is: ‘‘cost to date, divided by ultimate 
cost as estimated, multiplied by ultimate 
profit, equals profit to date.’’ Following 
the address the meeting was thrown open to 
general discussion and many questions were 
asked of the speaker. 

The meeting adjourned promptly at 9:55 
p.m. and a group of the members present 
attended a reception to which they had been 
invited by the Accountants’ club, in its new 
quarters at the Hotel Montclair. 
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The annual meeting of the New York 
State Society was held May 13th at the 
Builders’ club, New York. Following din- 
ner a business meeting was held at which 
annual reports were submitted and officers 
were elected. 

The principal speaker was Eric A. Cam- 
man, whose subject was ‘“Inter-depart- 
mental profits.” 

This was the last meeting of the society 
for the season. Under the by-laws no meet- 
ings are to be held between the time of the 
annual meeting and the following October. 


Pennsylvania Institute of Certified 
Public Accountants 


The annual meeting of the Pennsylvania 
Institute of Certified Public Accountants 
will be held at Galen Hall hotel, Werners- 
ville, Pennsylvania, June 10th, 11th and 
12th. 


PHILADELPHIA CHAPTER 


At a meeting of the Philadelphia chapter 
of the Pennsylvania Institute of Certified 
Public Accountants on April 17, 1929, the 


following officers were elected: Edward P. 
Moxey, chairman; John C. Parry, jr., 
secretary, and Robert N. Rissinger, treas- 
urer. The following, in addition to the 
officers, are members of the new executive 
committee: W. C. Butscher, Horace P. 
Griffith, John Hood, jr., D. Vincent John- 
ston, William R. Main, J. K. Mathieson and 
Clarence L. Turner. 

The meeting was held at the Art club in 
Philadelphia. John J. Sullivan, professor 
of business law at the University of Penn- 
sylvania, spoke on accounting for estates of 
decedents. 


PITTSBURGH CHAPTER 


Officers of the Pittsburgh chapter of the 
Pennsylvania Institute of Certified Public 
Accountants elected at the annual meeting 
of the chapter on April 18th are as follows: 
J. M. Cumming, chairman; M. D. Bach- 
rach, vice-chairman; Adrian F. Sanderbeck, 
secretary, and W. W. Colledge, treasurer. 
The following were elected members of 
the executive committee: David A. Allen, 
Ernest Crowther, Richard H. Mohler, Irwin 
C. Snyder and Frank A. Willison. 


COURT DECISION 


Court Holds Employment of County 
Auditor Exempt from Requirement 
for Bids 


A statute requiring certain county con- 
tracts to be made on a basis of competitive 
bids was held not to control engagement of 
an auditor, according to a part of the de- 
cision of the Texas court of civil appeals in 
the case of Cochran County v. West Audit Co. 
The engagement of an auditor is an attempt 
to obtain services requiring special skill and 
technical knowledge, according to the court, 
and is not required to be let on competitive 
bids. ‘The complete text of the decision is 
as follows: 


Cochran County v. West Audit Co. et al. 


Court of Civil Appeals of Texas. Amarillo. 
Feb. 29, 1928. 
Rehearing denied March 21, 1928. 
Appeal from district court, Lubbock county; 
Clark M. Mullican, judge. 
Action for mandamus by the West Audit Com- 
pany against the First National Bank of Lubbock, 
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Tex., in which defendant impleaded Cochran 
county and another as defendants. From the 
judgment, defendant county appeals. Reformed 
and affirmed. 

Bean & Klett, of Lubbock, for appellant. 

Lockhart & Garrard, F. D. Brown, Wilson & 
Randal, and J. I. Kilpatrick, all of Lubbock, 
for appellees. 

JACKSON, J. This suit was instituted in the 
district court of Lubbock county, Tex., by the 
plaintiff, West Audit Company, a corporation, 
against the First National Bank of Lubbock, Tex., 
defendant. 

Plaintiff alleges that the defendant is a banking 
corporation and is the depository of and has in its 
possession funds and money belonging to Cochran 
county, and as such depository is bound and 
obligated to pay out of such funds the cheques 
and vouchers drawn thereon by the county treasurer 
of said county; that about November 19, 1926, 
Cochran county issued five warrants or vouchers of 
said county, against the general fund thereof, 
payable to plaintiff, each in the sum of $1,000; 
that after said warrants were issued and delivered, 
they were surrendered to the county treasurer, 
who canceled them and issued to plaintiff, in lieu 
thereof, five cheques dated November 19, 1926, 
drawn on the defendant bank, and payable out of 
the general funds of the county; that on the date 


of the issuance and delivery of said cheques, the 
defendant did not have sufficient funds of the 
county to pay said cheques, and plaintiff held 
them until there were funds in said depository 
sufficient to pay the cheques or a part thereof; 
that on February 24, 1927, the defendant had on 
hand to the credit of the general fund of the county 
a sufficient sum to pay $2,000, and on said date the 
plaintiff presented cheques Nos. 776 and 777 for 
payment, which were refused; that said bank, as 
depository, has on hand a sufficient sum to the 
credit of the county to pay all of said cheques, 
and its refusal to pay the cheques presented was 
without authority, and plaintiff is entitled and sues 
for a writ of mandamus compelling said defendant 
to pay all of said cheques, or so many thereof as 
the fund it holds, as depository, will satisfy and 
discharge. 

The defendant bank answered, admitting that 
it was and is the depository of Cochran county, 
but says that on or about November 26, 1926, 
the county treasurer of Cochran county instructed 
it not to pay said cheques; that at the time of their 
presentation for payment, it had, as depository of 
Cochran county, the sum of $1,421.51, which was 
insufficient to pay the cheques presented; that at 
the time of answering, it had on hand as depository 
of said county the sum of $1,442.26; that it has no 
interest in this suit, holds the money as depository 
or stakeholder, and tenders into court the money 
it has, less reasonable attorney’s fees claimed for 
answering in this suit, which it alleges to be $500. 
The bank alleges that both plaintiff and Cochran 
county, acting through its treasurer, Mrs. Addie 
Spickard, are claiming the funds held by it as 
depository of Cochran county, and it impleads 
both Cochran county and its treasurer, and asks 
for its attorney’s fees. 

Cochran county answered: 


That it was the owner of the money held by the 
bank, as its depository, and that said sum is a part 
of its general fund and neither the bank nor the 
piaintiff have any right thereto, or any part thereof. 
That the five cheques sued on by plaintiff, each in 
the sum of $1,000 issued by the treasurer of the 
county, were, at the date of the issuance thereof, 
and still are, void and unenforceable. That on 
October 11, 1926, the commissioners’ court of 
Cochran county, without complying with articles 
1641 and 2368 of R. C. S. 1925, entered on its 
minutes an order reading: 


“Motion by Commissioner Shipman and _ sec- 
onded by Commissioner Bennett that we get 
West and West to audit the county books. Mo- 
tion carried.” 


The county then sets out an order of November 
19th, allowing appellee’s account for $10,000, and 
an order of November 22nd, rescinding the allowance 
of said account. That on November 23, 1926, 
the commissioners’ court passed and entered upon 
its minutes an order which reads: 


“Be it ordered by said court that the contract 
of West Auditing Company be hereby entered 
into the minutes of said court and be as follows: 
“The state of Texas, county of Cochran: 

“Whereas, the county of Cochran, state of 
Texas, acting by and through its duly elected, 
qualified and sworn commissioners’ court, de- 
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sires a general audit of all of the financial business 
affairs of said county and of the various offices 
therein during the period covered by this contract; 
and 

“Whereas, West Audit Company, a corporation, 
of Abilene, Texas, has made a proposition to said 
county to conduct said audit from time to time 
during the term of this contract as hereinafter set 
out: 

“Now, Therefore, said county of Cochran, 
state of Texas, acting through said commissioners’ 
court, first party, and said West Audit Company, 
second party, have this day entered into the follow- 
ing contract: 

“Said first party does hereby employ said second 
party to make said audits annually during the 
period of this contract and said second party does 
hereby agree to make said audits in a careful 
pains-taking manner, furnishing to first party a 
complete and detailed statement of the result of 
such audits, said auditing to be begun on or about 
the first day of November. 

“The term of this contract shall include the 
years 1924, 1925, 1926, 1927, and 1928, and the 
first part of same shall be begun on or about Novem- 
ber 1, 1926, and shall cover the period from the date 
of the organization of Cochran county to and in- 
cluding October 31, 1926. The verification of 
records of the succeeding years to be begun on 
November 1st of each year beginning 1927, or as 
near that date as is practicable and to be completed 
as rapidly as is consistent with thorough and ac- 
curate auditing. 

“As compensation for said work first party 
agrees to pay to second party at the rate of twenty- 
five dollars per day for each senior accountant 
who shall be employed by second party therefor, 
and at the rate of fifteen dollars per day for each 
junior accountant who shall so be employed, said 
second party to employ not exceeding two senior 
accountants, in said work, the number to be so 
employed to be determined by second party. 
The said second party to employ not exceeding 
two junior accountants. And in addition to such 
compensation, first party is to pay the expense 
of each of said accountants while actually em- 
ployed in said work. _ 

“Executed in duplicate, each copy to be original, 
this the 8th day of November, 1926. County 
of Cochran, Texas, by J. D. Caldwell, County 
Judge, G. H. Mathews, Commissioner, Pre. 1, 
, Commissioner, Pre. 2, W. A. Herridge, 
Commissioner, Pre. 3, Lem Shipmen, Commissioner, 
Pre. 4. (First party.) West Audit Company, 
by M. E. West. (Second party.) : 

“Motion made by Commissioner Shipmen and 
seconded by Commissioner Mathews, to allow 
account filed by West Audit Company in amount 
of $10,000.00 for auditing county records to 
November 1, 1926, same being in the denomination 
of $1,000.00 each, and being dated November 19, 
1926.” 


That on December 20th thereafter, the com- 
missioners’ court passed and entered on the minutes 
of the court the following order: 

‘“‘Whereas, there is doubt as to the final settle- 
ment of the claim of the West Audit Company 
and the issuance of the warrants and cheques 
by the officers of the county therefor; therefore, 
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it is the judgment of the court that certain out- 
standing cheques of the county treasurer should 
be held up and not paid at this time, and the 
county treasurer is hereby instructed to have 
the bank to stop payment of said cheques pending 
further orders of this court.” 


The county alleges that on November 19, 1926, 
the commissioners’ court and planitiff caused ten 
warrants of $1,000 each, numbered from 1215 to 
1224, inclusive, to be issued by the county clerk 
of Cochran county, payable to plaintiff, and, on the 
same date, the plaintiff presented to the treasurer 
of the county five of such warrants, numbered 1215 
to 1219, inclusive, and the treasurer issued and 
delivered to plaintiff the five cheques sued on; 
that while said orders and the account of plaintiff 
purport to show that plaintiff had been engaged 
to audit the books of Cochran county and make 
a report thereof, in truth and in fact, no such report 
and order had been made and delivered, and that 
the cheques sued on and the warrants upon which 
they were issued and warrants numbered 1220 
to 1224, inclusive, now in the possession of plaintiff, 
and the purported contract between Cochran 
county and plaintiff, are all void and of no effect, 
because said warrants and cheques were issued 
without consideration, in that, at the time of their 
issuance, plaintiff had not and has not to this date 
performed the services for said warrants and 
cheques; that the commissioners’ court was without 
authority to allow the account as presented until 
the service had been performed; that if it is mis- 
taken as to its plea of failure of consideration, 
then it says that the cheques and the warrants 
upon which they are based are void, because 
issued on the representation of plaintiff that it 
would, within a reasonable time audit the books 
of Cochran county, to and including December 31, 
1926, which it has failed and refused to do; that 
the $10,000 purported to be allowed for the services 
of plaintiff in auditing the books of the county 
is out of proportion to the value of the services 
rendered, is unconscionable, and a fraud upon 
the taxpayers and the county, which was sparsely 
populated, as the reasonable value of the services 
contemplated in the contract could not have 
exceeded $1,200; that said cheques and warrants 
are void because the purported contract was not 
entered into in compliance with the provisions of 
articles 1641 and 2368, R. C. S. 1925; there was no 
resolution in writing reciting the reasons and 
necessity for such audit presented at any regular 
or called session of the court, and permitted to lie 
over until the next regular term, nor any publication 
in any newspaper or any posting of such notice, 
as required by law; that the contract was not let 
by competitive bidding, no bond was required to 
guarantee the performance of the contract, and 
no advertisement as required by law; that at the 
time the cheques sued on were issued and delivered, 
there were no funds in the depository of Cochran 
county sufficient to pay said cheques; that said 
cheques and warrants are and were void from their 
inception and issuance, because they created a 
debt payable in the future, without any provision 
having been made at the time of their issuance for 
the levy and collection of a sufficient tax to pay 
the interest and create a sinking fund to discharge 
them at maturity, and it was contemplated by 


the parties that the indebtedness evidenced by 
such cheques and warrants would be paid from the 
fund of future years or from money to be borrowed 
by the sale or refunding of said warrants. 

The county asked for a temporary injunction, 
restraining the plaintiff from disposing of the 
cheques and warrants during the pendency of the 
suit; that neither the plaintiff nor the defendant 
bank be allowed to recover; and that it have 
judgment against the bank for $1,517.68, and that 
a decree be entered canceling the cheques sued on 
and all the warrants outstanding in the hands 
of the plaintiff. 


In reply to the pleadings of Cochran county, 
the plaintiff answered by general and_ special 
exceptions, general denial, and pleaded that if it 
should be held that the cheques sued on and the 
warrants mentioned were, for any reason void, 
then Cochran county, acting through its com- 
missioners’ court, entered into a contract with it 
in good faith, for auditing its books, and about 
October 3lst it began the services contemplated 
in the contract, and diligently performed such 
services; that the contract was one that the court 
had the power to make and was made for a lawful 
purpose; that the county accepted the services 
of the plaintiff in the performance of the contract 
and received the benefit of such services, by reason 
of which the county should, in good conscience 
and equity, be required to pay the reasonable 
value of the services rendered, which plaintiff 
alleges was $10,000; that the plaintiff was per- 
mitted to perform the labor and incur the expense 
contemplated, and an implied contract arose, 
binding the county to pay the reasonable value 
of the services; that if, for any reason, the contract 
is invalid, the same was executed by the com- 
missioners and county judge with full knowledge 
of its invalidity, and by permitting the plaintiff 
to perform the contract the county thereby ratified 
the same and is estopped from asserting its invalidity 
as a defense; that after performing a part of the 
services contemplated by the contract, at the 
special instance and request of the commissioners’ 
court of the county, the plaintiff presented its 
claim for services rendered, and to be rendered, 
with the express understanding that the com- 
missioners’ court had made arrangements with 
W. J. Haun & Co. to finance the general fund of 
the county for 1926, and that the warrants so issued 
would be taken up and the money paid into the 
county treasury, and then to plaintiff, upon the 
completion of the contract, or so much of said 
amount as the plaintiff would be entitled to receive 
for the services rendered; that it was understood 
that after the warrants had been sold and the 
money secured, that the county was to pay to 
the plaintiff so much of the money as would be 
sufficient to pay the amount due plaintiff under 
the contract; that the claim held by plaintiff 
against the company was audited, passed on, and 
approved by the commissioners’ court, the warrants 
issued in satisfaction thereof, and the plaintiff 
was instructed to surrender said warrants and 
accept the five cheques sued on, which it did. 

In response to special issues submitted by the 
court, the jury found in effect that the West Audit 
Company performed the services contracted to be 
performed in the audit of the books and accounts 


14 


ef 


Bulletin of American Institute of Accountants 


of Cochran county, and that the fair, just and 
reasonable value of the services so performed was 
$5,000. 

On this verdict, judgment was rendered in favor 
of the plaintiff against the First National Bank of 
Lubbock for the sum of $1,342.68, and against 
Cochran county for the sum of $3,657.32, with 
interest on said amounts from date at the rate of 
6 per cent. per annum, from which judgment 
Cochran county appeals. 

(1) The appellant challenges as error the 
action of the court in rendering judgment for 
appellee, because no resolution in writing stating 
the reasons and necessity for an audit was presented 
to the court and permitted to lie over until the next 
regular term; no notice of such resolution was 
published or posted as required by article 1641, 
R. C. S. 1925; notice of the time and place when 
and where the contract would be let was not ad- 
vertised; and such contract was not submitted to 
—s bidding, as required by article 2368, 
n.©¢. &. 

Article 1641 provides that the resolution may be 
presented in writing, but shall lie over until the 
next regular term. Article 2348 provides that 
the regular term of the commissioners’ court shall 
be held on the second Monday in each month, or 
that it may be held quarterly. 

The record discloses that the commissioners’ 
court met in regular session on September 13, 
1926; that it met on October 11, 1926, which was 
the second Monday of that month, and passed an 
order for the employment of appellee to audit the 
books. The contract of employment was passed 
on November 23, 1926, at a special session, but is 
dated as of November 8, 1926, which was the second 
Monday in November. Hence, in our opinion, 
the record shows that the order passed October 
llth, for the employment of appellee, did lie over 
until after the next regular term of the court, which 
met November 8th. 

(2, 3) An analysis of the provisions of articles 
1641 and 2368 discloses so many conflicts in the 
provisions of the articles that in our opinion article 
1641 does not refer to article 2368; article 1641, 
being a special article relative to the employment 
of auditors, would control rather than article 2368. 
Under article 1646a, we are inclined to the view that 
the commissioners’ court of Cochran county would 
be authorized to employ an auditor without a 
rigid compliance with article 1641. However, 
if article 1641 refers to article 2368, it would not 
follow that this contract is void, as it provides 
for payment for the services of the auditors at so 
much per day, and a competent auditor possesses 
special skill and technical learning. 

Contracts by municipalities for services re- 
quiring special skill or technical learning are not 
controlled by statutes requiring the letting 
of such contracts by competitive bids. W. A. 
Tackett v. W. K. Middleton (Tex. Com. App.) 
280 S. W. 563, and 44 A. L. R. 1143, and annotations 
thereunder, 1150. 

(4) This record does not disclose affirmatively 
whether the trial court held the contract valid or 
invalid, as the recovery allowed was on appellee’s 
plea of quantum meruit. Clearly the commis- 
sioners’ court had the power to employ auditors 
to make an audit of the books and accounts of the 
county, and the irregularities in the procedure by 
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which this contract was made are not such as to 
defeat appellee’s recovery on a quantum meruit. 

When the bill for the services was presented, 
no objection was made to the competency of the 
auditors or to the completeness or correctness of 
the audit. The only controversy was over the 
amount of appellee’s claim. Boesen v. County 
of Potter (Tex. Civ. App.) 173 S. W. 462; City 
of San Antonio v. French, 80 Tex. 575, 16 S. W. 
440, 26 Am. St. Rep. 763; City of Dension v. 
Foster (Tex. Civ. App.) 28 S. W. 1052; Brand v. 
the City of San Antonio (Tex. Civ. App.) 37 S. W. 
340; Berlin Iron-Bridge Co. v. City of San Antonio 
(Tex. Civ. App.) 50 S. W. 408; Wagner et al. v. 
Porter (Tex. Civ. App.) 56 S. W. 560; City of 
Dallas v. Martyn, 29 (Tex. Civ. App.) 201, 68 S. W. 
710. 

(5) Appellant assails as error the action of 
the trial court in entering judgment in favor of 
appellee, because at the time the debt was incurred 
no provision was made for levying and collecting 
a sufficient tax to pay the interest and provide a 
sinking fund to pay such debt, and there was no 
reasonable contemplation that it could be satisfied 
out of the current revenue for the year, or any 
fund then within the immediate control of the 
county. The cheques upon which this suit is 
based are dated October 19, 1926, drawn uppon 
the First National Bank of Lubbock, Tex., the 
depository of the county, and made payable to 
appellee. These cheques were given to take up and 
discharge five warrants theretofore issued by the 
clerk to the appellee on order of the commissioners’ 
court, and both warrants and cheques, as disclosed 
upon their face, are payable out of the general 
fund on presentation. 

On November 26, 1926, the treasurer wrote 
the depository, in effect, not to pay appellee’s 
cheques until notified to do so, as appellee had 
promised to hold them until the county notified 
it that the money was in the depository. On 
November 29th, the treasurer wrote the depository 
substantially that in her letter of November 26th, 
she only meant to advise that payment on the 
cheques was to be stopped until the money had 
been sent to take them up; that the county would 
probably get a delivery order on that day; and as 
soon as it was disposed of, the money would be sent 
to the depository to take up the $5,000 of the West 
Audit Company’s cheques. 

On December 20th, the commissioners’ court 
passed an order to the effect that the cheques 
should not be paid at that time on account of some 
doubt as to the final settlement, and the county 
treasurer was instructed to have the bank stop 
payment until further orders of the court. 

The record discloses, in an order of the com- 
missioners’ court, that the county had a contract 
with W. G. Haun & Co. of Wichita, Kan., to the 
effect that said company would take up the script 
or vouchers issued against the general fund of the 
county to the extent of $20,000. A proper order 
had been entered for levying and collecting a suffi- 
cient tax to pay the funding warrants issued to 
Haun & Co., and the validity of this arrangement is 
not questioned, and appears to have been carried out. 

The county clerk testified: 


“Page 259 of the minutes of the commissioners’ 
court covered the order of August 14, 1926. $20,000 
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worth of warrants were ordered issued in that 
order. There was $675.34 worth of script ordered 
taken up on that day and set out in that order. 
On September 13, 1926, there was $8,272.30 worth 
of script taken up and listed in the order of that 
date, as per the order of August 14th. On the 
10th day of September, 1926, there was $1,246.72 
taken up in that order. On the 21st day of October, 
there was $2,178.29 taken up, script taken up in 
compliance with the order of August 14th. The 
total of the script taken up under date of December 
13th, which included warrants dated prior to Nov. 
8th, amounted to $4,406.09. The following war- 
rants were taken up prior to Nov. 8th, in that order: 
Oct. 21, $50.00; Oct. 21, $50.00; Oct. 21, $50.00; 
Oct. 21, $50.00; Nov. 1, $75.00; Nov. 1, $50.00; 
Nov. 1, $83.13; Nov. 1, $75.00; Nov. 1, $150.00; 
Nov. 1, $125.00; Nov. 1, $166.66; Nov. 1, $150.00; 
Oct. 13, $12.05; Oct. 23, $50.00; Oct. 23, $2.32; 
Oct. 23, $50.00; Nov. 5, $1,500.00. I have not 
figured up to see how much of the $20,000 had 
been taken up on November 8th. I do not know 
how much of the four cents out of the twenty- 
five cents that had been levied, had been appro- 
priated. It was still unappropriated for that year. 
This $20,000 went to take up current expenses.” 

The total valuation of the property subject 
to taxation in Cochran county was $4,895,744.00; 
4 cents of the 25-cent limit had not been appro- 
priated, and 4 cents on the $100 valuation on said 
amount is $1,958,297. This, with the unappro- 
priated balance of the funds in the hands of Haun & 
Co., at the date of the contract, was sufficient to 
pay the appellee for auditing the books. 

Mr. West testified, without contradiction, that 
the trade was a cash transaction, and the intention 
and understanding, at the time of the contract, 
was that the payment should be made out of the 
current funds of 1926. 

There are numerous other circumstances in 
the record tending to show that the intention of 
the parties was to pay for the auditing out of the 
current funds of 1926; but in our opinion the 
above is sufficient to warrant the conclusion that 
payment was to be made out of such funds, and 
that, in the reasonable contemplation of the parties, 
there were sufficient funds within the immediate 
control of the county to discharge the indebtedness. 
McNeal v. City of Waco, 89 Tex. 83, 33 S. W. 
322; Austin Bros. v. Patton (Tex. Com. App.) 
288 S. W. 182; Colonial Trust Co. v. Hill County 
(Tex. Com. App.) 294 S. W. 516; Grimes Co. v. 
Slayton & Co. (Tex. Civ. App.) 262 S. W. 209; 
Bridgers v. City of Lampasas (Tex. Civ. App.) 
249 S. W. 1083; City of Aransas Pass v. Eureka 
Fire Hose Co. (Tex. Civ. App.) 227 S. W. 330; 
City of Houston v. Glover, 40 (Tex. Civ. App.) 177, 
89 S. W. 425; Foard County v. Sandifer, 105 Tex. 
420, 151 S. W. 523; Powell, Garard & Co. v. 
Erath County, Tex. (C. C. A.) 274 F. 305; City of 
Corpus Christi v. Woessner, 58 Tex. 462. 

(6, 7) The fact that the cheques were not 
paid out of the current funds available therefor, 
in the year 1926, does not affect appellee’s right 
to recover. Winston v. City of Fort Worth (Tex. 


Civ. App.) 47 S. W. 740. Nor in our opinion 
would the excessive estimate, at the time of the 
contract, made as the probable cost of the services 
and the issuance of warrants therefor, which were 
never presented, paid or liquidated, defeat appellee’s 
recovery of the reasonable value of said services, 
which the jury found to be $5,000. Nolan County 
v. State, 83 Tex. 201, 17 S. W. 823; Noel Young 
Bond & Stock Co. v. Mitchell County, 21 (Tex. Civ. 
App.) 638, 54 S. W. 284; Cass County v. Wilbarger 
County, 25 (Tex. Civ. App.) 52, 60 S. W. 988. 

No question of fraud was submitted to the 
jury and none requested, and in view of the judg- 
ment and the testimony in the record, we must 
assume there was no fraud, and that the appellant 
and appellee acted in good faith in making the con- 
tract 


(8) The appellant assigns as error the action 
of the trial court in excluding the testimony of 
P. L. Thacker to the effect that during the year 
1927 the commissioners’ court of Cochran county 
had caused an audit of its books and records to be 
made covering the time from the organization of 
the county to January 1, 1927, for the sum of 
$1,836. 

The appellant did not offer to show the ability, 
learning, experience, or standing of the party that 
he sought to prove had made the audit for $1,836 
nor that such audit was full, complete, and correct. 
Neither did it offer to show the usual and custo- 
mary charges of auditors for such services. ‘‘What 
is reasonable compensation for labor is not deter- 
mined by what some one man may be willing to 
take for like labor, but by what the general rule 
may be as to charges for such labor among members 
of the certain craft, occupation, or profession.” 
Cooper v. Gordon (Tex. Civ. App.) 23 S. W. 608. 

In addition to this, the witness Bond testified, 
in effect, that the commissioners’ court had had an 
audit made at one fifth of the cost of the audit 
made by appellee. 

(9) Appellant’s assignment assailing as erroneous 
the submission of special issue No. 2, because 
it assumes that appellee performed the services, 
is not tenable. The issue reads: ‘‘What sum, if 
any, do you find is a fair, just and reasonable fee 
for the services performed, if any, by West Auditing 
Company?” This issue clearly leaves the jury to 
determine whether or not the services had been 
performed. 

In our opinion, the testimony is amply sufficient 
to support the findings of the jury, and the assign- 
ments presenting the insufficiency of the evidence 
are not tenable. 

(10) The appellant assigns as error the action 
of the court in failing and refusing to cancel warrants 
Nos. 1220 to 1224, inclusive, because the jury 
having found that the reasonable worth of appellee’s 
services was $5,000, and as said warrants were still 
in appellee’s possession and not tendered into 
court, should have been canceled. This assign- 
ment, we think, should be sustained, and the judg- 
ment of the court will here be reformed, to cancel 
and annul said five warrants Nos. 1220 to 1224, 
inclusive, and, as so reformed, is affirmed. 


An article entitled ‘““Mechanics of the in- 
come-tax return,”’ by N. L. McLaren, San 


Francisco, appeared in the California 
Bankers Association Bulletin recently. 
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REVIEWS 


GEORGE O. MAY—“CARRIER PROPERTY 
CONSUMED IN OPERATION AND THE 
REGULATION OF PROFITS” 


Article published in The Quarterly Journal 
of Economics, February, 1929. 


In determining whether a carrier’s rate structure 
is compensatory or confiscatory, Mr. May says at 
the start, it is mecessary to make allowances, 
first, for the use of the carrier property (which 
it is generally agreed should be in the form of 
interest at a percentage rate on the fair capital 
value of the property) and, second, for its con- 
sumption. Controversy arises over the question 
of computing the capital value—the rate base— 
and of determining the rate of return thereon; 
and also over the problems of the basis on which 
allowance in money should be made for consump- 
tion of property, and of whether it should be made 
as the consumption proceeds, when it becomes 
complete, or when it is made good. 

The interstate commerce commission recently 
took the position that cost is the proper basis 
of the charge for property consumed and that 
depreciation (by which the commission means 
straight-line depreciation) should be deducted in 
full, as accrued, in ascertaining the rate base value. 
Both opinions are in opposition to supreme court 
decisions. 

Mr. May directs his consideration of the de- 
preciation problem by the following specific ques- 
tions: (1) Should charges for consumption of 
property in rendering service be based uniformly 
on cost (a) for purposes of rate and profit regula- 
tion; and (b) for current accounting purposes? 
(2) Should the charge for property consumed be 
made in bulk at the time when each unit is retired, 
or should it be anticipated by periodical instal- 
ments spread over its service life? (3) If con- 
sumption charges are to be made as consumption 
proceeds rather than when it becomes complete, 
on what basis should the accrual be deemed to take 
place and be computed? 

Before answering them, the author discusses at 
some length the so-called ‘‘present-value theory” 
and “‘prudent-investment theory” of computing 
the rate base. Apparently the majority opinion 
in a relevant supreme court decision stipulates 
that present value must be the measure of the 
tate base. The prudent-investment concept, on 
the other hand, is adaptable to fluctuating condi- 
tions. Mr. May points out that under the latter 
theory any one of four factors can be stabilized: 
fixed money income, capital value of investment 
in money, real income or capital investment in 
terms of purchasing power. 

After demonstrating that the basis for rate and 
profit regulation and for current accounting pur- 
poses should be the same, the writer answers his 
first question as follows, with ample explanation 
in support of his conclusion: (1) If the rate base 
is to be computed on the present-value theory 
then the balance of argument is slightly in favor of 
original cost as the basis of the exhaustion charge 
if provision is to be made as exhaustion proceeds, 
and slightly in favor of replacement cost if the charge 
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is to be made when exhaustion is complete. (2) 
If the rate base is to be computed on the prudent- 
investment theory, then the balance of argument 
is decidedly in favor of replacement cost as the 
basis of the exhaustion charge if exhaustion is 
provided for as it proceeds, and still more decidedly 
if the charge is to be made only in bulk when the 
exhaustion is complete. 

With reference to his second fundamental ques- 
tion, Mr. May considers the four reasons which 
apparently have influenced the commission to 
favor a complete depreciation scheme. 

The first is that existing methods do not take out 
of capital or charge into operating expenses an 
exhaustion of value that has undoubtedly taken 
place. On the basis of exhaustive inquiry into 
actual conditions, the writer expresses disagree- 
ment with this conclusion. 

The second apparent reason is that the existing 
methods facilitate manipulation of operating 
expenses through excessive or inadequate expendi- 
ture for maintenance. The writer says that there 
is the gravest doubt whether opportunities for 
manipulation would be lessened by adoption of a 
general depreciation scheme. 

The third opinion ascribed to the commission 
is that such a plan strengthens the financial position 
of the carrier and puts it in a position to render 
better service. Mr. May believes that such 
financial strengthening could be effected at least 
as adequately in other ways under the commission’s 
powers of regulation. 

Fourth, the commission seems to believe it 
necessary to bring accounting and valuation 
methods into harmony, a question which involves 
the relationship between maintenance charges and 
valuation. The proposed method of the com- 
mission, in the opinion of the writer, is too theo- 
retical, and its application would not even approxi- 
mately reflect the lessening of worth in service due 
to the partial exhaustion of useful life. 

Finally, the writer turns to consideration of his 
last principal question, on what basis the accrual 
of depreciation shall be computed. He describes 
the four recognized alternatives: the straight- 
line method, the sinking-fund method, the annuity 
method and the diminishing-balance method. 
After examination of each possibility he concludes 
that the annuity method is the only consistent one. 
If this method is properly applied the depreciated 
value will be the fair value in service subject 
to fluctuations in new value and to the effecting 
of normal maintenance. 

In conclusion, the writer offers the following 
points: (1) Unless a depreciation scheme is in 
force, cost of replacement rather than original 
cost is the proper basis for charges for property 
consumed in operation. (2) While depreciation 
schemes are an invaluable part of industrial ac- 
counting, a general system of depreciation charges 
for railroads is not today desirable. (3) The 
case for such a system would be weakened if the 
prudent-investment theory of rate base were to be 
adopted as the commission seems to think it should 
be. (4) The particular form of depreciation 
scheme put forward by the commission—the 
straight-line method—is demonstrably inappro- 
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priate for the purpose sought to be achieved. 
(5) The commission’s plan lacks one essential 
of any satisfactory scheme, namely, a practicable 
and equitable method of dealing with the deprecia- 
tion deemed to have accrued prior to the initiation 
of the scheme. 


THOMAS J. BURKE—‘DEPRECIATION RE- 
SERVE FUNDS AND REPRODUCTIVE 
VALUES” 


Address delivered at the semi-annual con- 
vention of the Cost Association of the Paper 
Industry, New York, February 20, 1929. 
Published in Pulp and Paper Profits, Febru- 
ary, 1929. 


An example of straight-line depreciation opened 
the address. Mr. Burke said that if depreciation 
for any asset is calculated at a fixed annual rate, a 
bookkeeping entry is made charging profit and loss 
with the amount necessary and crediting reserve for 
depreciation with the same amount, so that at the 
end of the estimated life there will be a credit to 
the reserve-for-depreciation account in an amount 
sufficient to replace the asset. However, the actual 
cash for such replacement is not provided by this 
bookkeeping entry. Theoretically, Mr. Burke said, 
the annual charge to profit and loss and credit to 
reserve for depreciation should be supplemented by 
a debit to depreciation reserve fund and a credit to 
the bank account, reflecting an actual transfer of 
money to a special account set aside for the replace- 
ment of the asset. Practically, of course, this 
procedure is not followed because the actual money 
can be used to better advantage elsewhere. 

In the pulp and paper industry, he continued, 
the investment in fixed assets is always as much as 
fifty per cent. of the total capital invested and often 
amounts to seventy-five per cent. or more, and the 
problem of actual cash funds with which to make a 
large capital replacement is naturally difficult. 
Rates of depreciation may not be entirely accurate. 
Necessarily they are largely a matter of opinion. 
Again, a major improvement may be made in the 
art which might require replacement much sooner 
than expected. It was the speaker’s opinion that 
in the pulp and paper industry, concerns are using 
as working capital funds which should be assigned 
to special depreciation reserves. He did not advo- 
cate that the money necessarily be left in bank 
for the entire period of the life of the assets con- 
cerned, but that as a test of the liquidity of the 
business and to conform to good business practice 
the transfer of funds should actually be regularly 
made at the end of each fiscal period. The exi- 
gencies of the business could then govern the length 
of time they should remain there. However, Mr. 


Burke believed that such funds should be drawn 
only for the improvement of fixed assets. If they 
were required for other purposes, he asked, would 
it not appear that the business was in need of more 
capital? 

He also was in favor of an interest charge against 
operations for amounts borrowed from a deprecia- 
tion reserve fund for additions or improvements, 
for the reason that if such money were invested in 
sound securities the depreciation reserve funds would 
be increased by the amount of the interest. 

The speaker compared the situation with that in 
which bonds have been issued for the full amount 
of fixed assets. In this case it would be necessary 
to set aside yearly an amount sufficient to amortize 
the bonds and to pay the interest. Actually, in- 
stead of dealing with bondholders, who require this 
procedure, concerns are dealing with stockholders 
who rely on the integrity of the management to 
conserve their investment, and Mr. Burke intimated 
that the interest charge should be an equal obliga- 
tion in both cases. 

He next referred to the theory of calculating de- 
preciation on reproductive value. He said that 
there were several practical reasons against this 
theory, one of which is the difficulty of enlisting the 
interest of the average executive in problems of this 
kind. The speaker was in favor of treating as a 
separate problem the question of depreciation of 
currency. If the cost of an asset is much less than 
its reproductive value, he argued that a special 
reserve from profits should be set aside yearly to 
make up the difference between depreciation com- 
puted on the two bases. The necessity of consider- 
ing reproductive values was, however, questioned. 
If the actual amount necessary to depreciate assets 
by the straight-line method were set aside annually 
in a separate bank account and the funds invested 
at six per cent., Mr. Burke believed that adequate 
provision would be made with the simplest possible 
accounting methods. The difficult calculation of 
reproductive costs is, the speaker said, unnecessary. 
By making allowance for interest accruals in cal- 
culating depreciation under the straight-line method, 
he maintained provision will be made for possible 
increased cost of reproducing the plant. Mr. 
Burke illustrated this theory by a hypothetical 
example. 

He stressed the importance of watching the 
proportion of ratio between capital investment and 
investment in fixed assets. He drew particular 
attention to the fact that money invested in fixed 
assets turns over once in fifteen years, money in 
inventories about once in ten weeks and money 
in accounts receivable about once in four weeks. 
With particular reference to the theory of repro- 
ductive values, Mr. Burke drew attention to the 
possibility that due to decline in gold production 
lower prices might prevail during the next few years. 


On March 11th C. Oliver Wellington, 
Boston, addressed a meeting of cost account- 
ants and credit men in Providence, Rhode 


Island, on ‘‘Interpreting the balance-sheet,”’ 
and on March 14th he spoke before a meet- 
ing in Worcester. 
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The steady decrease in demand for staff 
assistants which is expected by public ac- 
countants at this time of the year has been 
evident during the past month, but it is 
believed that the usual large turnover of 
personnel has been checked considerably. 
Many firms have been able to retain up to 
this time a considerable number of the tem- 
porary assistants engaged for the winter 
rush, and a few large firms have been able 
to reach the first of May without discharging 
aman. 

However, personnel managers are not in 
the humor for employing new staff account- 
ants and it is probable that until the first of 
August at the earliest there will be few 
positions open. ‘The employment exchange 
is in communication with a steadily increas- 
ing number of firms and it is expected that 
many calls for men will be received in the 
late summer and early fall. ‘Therefore, it is 
suggested that accountants who expect to 
be available at that time register with the 
exchange so that there may be a record of 
men suitable for every type of position. 

Following is a list of applicants now 
available: 


No. 51A—Member, American Institute of Account- 
ants, with 24 years’ experience in public account- 
ing. Has been branch office manager and princi- 
pal of large firm. Age 45. Salary open. At 
an resides in New England. Will go any- 
where. 


No. 53A—Member, American Institute of Account- 
ants, C. P. A. (Mass. and N. C.) with 20 years’ 
public accounting experience. Has held position 
as branch manager. Age 51. Salary open. 
Now in North Carolina. Prefers Boston, but 
would go anywhere. 


No. 389A—Member, American Institute of Account- 
ants, seeking executive position in public account- 
ing firm or in private concern near New York. 
A. (N. Y., N.J., Pa.). Twenty years’ public 
accounting experience. Salary $5,000. 


No. 46A—Member, American Institute of Account- 
ants. More than 15 years’ public accounting 
experience. Has come to New York from 


Kentucky and wishes position in New York. 
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A. 
Age 41. 


No. 57A—Senior accountant, member, American 
Institute of Accountants. Eight years’ public 
accounting practice with large firms. Age 39. 
Wishes position anywhere. Salary open. Now 
in New York. 


No. 44A—Associate, American Institute of Account- 
ants, N. Y. U. graduate, C. P. A. (Ind., Tenn., 
Fla.). Six years’ public practice and two years’ 
utility experience. Desires position as traveling 
auditor. Speaks Spanish, single, will travel 
anywhere. 


(Ky.) and member Kentucky bar. 
Salary open. 


No. 50A—Associate, American Institute of Account- 
ants. Four years’ public accounting experience 
as staff member and on own account. Is seeking 
permanent position with public accounting 
firm. Age 35, no objection to travel. Salary 
about $4,000. Now in New York. 


No. 56A—-Associate, American Institute of Account- 
ants. C. P. A. (Ill, Ohio). Fifteen years’ 
experience in public accounting with large firms 
and on own account. At present in Florida. 
Prefers position in Cleveland but will go any- 
where. Age 46. Salary about $6,000. 


No. 24A—Senior accountant in New York with 
fourteen years’ experience, 39 years old, seeking 
permanent or temporary staff position. No 
objection to travel. 


No. 23A—Senior accountant, age 37, now in Florida, 
wishes position in another state. Six years’ 
public accounting experience. Salary about $250. 


No. 45A—Senior accountant now in Florida, 
wishes position in any other part of the country. 
Age 40. Twenty years’ accounting experience. 
Salary $250-$300. 


No. 53A-—Senior accountant. Twenty-five years 
old. C. P. A. (D. C.). Five years’ public 
accounting practice. Wishes position anywhere. 
Salary $4,000. At present in Washington, D. C. 

No. 52A—Semi-senior in New York, two years’ 
public practice, seeks position in some other city. 

No. 54A—Semi-senior, 30 years of age, now in 
Florida, wishes position in New Haven or New 
York. Six years’ public practice. 


No. 55A—Semi-senior with 14 months’ experience 
in New York. College graduate. 


The Institute has not investigated the 
statements of applicants and disclaims re- 
sponsibility for their accuracy. 


Meldrum & Meldrum, Louisville, Ken- 
tucky, announce the removal of their offices 
to suite 403-5 Hilliard building, 419 West 
Jefferson street. 
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Allen R. Smart & Co. have announced 
the removal of their New York offices to the 
New York Central building, 230 Park ave- 
nue. 
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Elijah Bates 
Elijah Bates, a member of the American 
Institute of Accountants, died in Cleveland, 
April 2ist. Mr. Bates was a certified public 
accountant of Indiana and was employed 
by R. O. Eastman, Inc. He was admitted 
to the Institute in 1923. 


Frederick W. Child 


Frederick W. Child, one of the oldest 
accountants in Connecticut, died at Noroton 


on May Ist. He had been a member of the 
American Association of Public Accountants 
and a charter member of the American In- 
stitute of Accountants, but he resigned from 
the Institute in 1921 upon retirement from 
active practice. He was a certified public 
accountant of Connecticut, holding certifi- 
cate No. 4. 

Mr. Child served in the union army during 
the Civil War. He was eighty-five years 
old at the time of his death. 


HERE AND THERE 


David Berdon & Co., New York, announce 
that Norman S. Siegel has been admitted 
to partnership in the firm. 


Andrew H. Blass & Co. and The Wm. A. 
Wood Co. announce the consolidation of 
their practices under the firm name of Blass, 
Wood & Co., with offices in the Law and 
Finance building, Pittsburgh, Pennsylvania. 


Carneiro, Chumney & Co., San Antonio, 
Texas, announce the removal of their offices 
to the Smith-Young Tower. 


David Elder & Co. announce that their 
offices have been moved to 44 Beaver street, 
New York. 


Hein, Greene & Wolcott, 504 Capitol 
building, Binghamton, New York, announce 
the change of the firm name to Green & 
Wolcott. 


Hutchinson & Smith, 1306 Santa Fe 
building, Dallas, Texas, announce a change 
in the firm name to Hutchinson, Smith, 
Prince & Harris. The firm is now composed 
of Loyd B. Smith, William D. Prince and 
Joseph C. Harris. 


Martin Kortjohn & Co. announce the 
removal of their offices to 10 East 40th street, 
New York. 


_ W. Paxton Little has announced the open- 
ing of an office at 701 Electric building, 
Buffalo, New York. 
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Mattison, Davey & Winters, New York, 
have moved their offices to the Chanin 
building, 122 East 42nd street. 


Walter K. Mitchell, Fred D. Bullock and 
H. A. Kellogg announce the formation of a 
partnership with F. W. Lafrentz & Co. 
under the name of F. W. Lafrentz & Co. 
Bullock, Kellogg & Mitchell. 


Niles & Niles announce the removal of 
their New York office to 165 Broadway. 


Puder & Puder, Newark, New Jersey, have 
announced the opening of new offices in the 
Military Park building, 60 Park Place. 


Worcester Putnam announces the open- 
ing of offices for the practice of public ac- 
counting in the Hall building, St. Petersburg, 
Florida. 


Lawrence Scudder & Co. have announced 
the removal of their New York office to 120 
Broadway. 


Squires & Co., New York, have moved 
their offices to the north wing of the Archi- 
tects’ Offices building at 101 Park avenue. 


Scovell, Wellington & Co. announce the 
removal of their New York offices from 270) 
Madison avenue to 10 East 40th street. 


Announcement has been made by Arthur 
Young & Co., Detroit, of the opening of 
new offices on the 29th floor of the Union 
Trust building. 


